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___ MEMORANDUN POR TNE PRESIDENY
PROM ¢ THE ECONOMIC POLICY COUNCIL

- BUBJECTS Trade Policy Strategy

The Bconomic Policy Council has devoted considerable
time and effort in developing an Administration trade policy
strategy. The Section 301 unfair trade investigations you
are fnitiating, as well as the proposal to establish a ®war
chest® to discourage unfair foreign trade subsidiss are
products of the Council’s efforts to pursue your cosmitmsent
to free and fair trade.

In developing the strategy outlined below, we have
drawn wpon all available resources, including the
initiatives developed by Bouse Republicans. We are pleased
to note that in many substantive areas, their work pareasllels
our own.

Macro-Economic Policies

1. 7The U.S. must recognisze the adverse impact of
eéxcecrive government spending and budget deficits,
- - ths rocent strength of the dollar, and government
regulations on the U.8. trade deficice,

2. The President’s tax reform proposal {s essentia)
to strengthening the economy and making U.S8.
buc:nc-scs more competitive in international
markets.

o 3. The U.B. will encourage {ts trade partners to
e adopt policies that will accelerate their economic
growth by urging Bonn Summit participants to act
) B On their commitments to remove rigidicties and
ST imbalances in their sconomies. The U.8. will
. continue to use discussions of the economic
situation and policies of major countries
C undertaken by IMF asd OECD ¢o pursus this
e L Strategy. In particular, the October IMP annual
Beotings provide as Cpportunity in quiet talks and
forual sessions to gacourage others to strengthen
thadr domestic growth. This Adainistrotion {3 not
8eeking cld-fashionod ’pump~pxiniag“ increases {n
governuant spending, bot rathuaz golicy shifes such
48 expenditure rulicstions, cax Leforaw, and
financial market likeralizations which permanently

“e
4
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increase growth opportunities. Such policies gnd
actions by our trade partners will contribute 2o a

gradual strengthening of their currencies and will
enhance U.8. axports.

Ensure Froe and Falr Tradls

1. The Adminiatraticms remaing unequivocally committed
to free and fair trade and will continue
vigorously to promcte an open trading systes
through negotiations aimed at improving trade
rules and {ncrur~‘vg market access.

2. The U.S. will wvigorously pursue its trade rights
and interests under U.8. lawv and the GATT, and
will see that other countries live up to their
obligations and trade agreements with the U.s.

2 B The Administration will continue vigorous

enforcement of U.8. antidumping and countervailing
duty laws.

4. In the past, the U.$. has initiated 8ection 301
unfair trade cases only in response to formal
petitions for action frca U.S. industries. The
Adminfotration will, ae approprizte, also
self-initiate such caser to sddregs foraign unfair
trade practices. : '

5. If you approve the EFC proposal, Bxim bank will be
éirected to begin an &qggressive targeted mixed l
credit lending policy. At the same time the
Adminfctration will seek a $300 million
appropriation for grants to support up to $1
billion in mixed credit loans. These initfatives
will continue until the elimination of predatory
mixed credit competition from our trading partners
is accomplished through negotiation. '

€. Competition in internmational trade should $nvolve
Dusiness firms, not government treasuries. This
calls for the diligent negotiation of
international rules on éxport subsidies, a high
Priority endeavor of this Adeiniotration., Where
such rules are aboent, inadequate, or
Uneazisfactory 2 thefir 1np1@mant&tian, the U.8.
will vigorcusly protect: its legicimate market
shere 2gainot tha eudbsidy progrums of other
nacioany,

7. The Adainistratica will take trxtical msasuraes
aimed at eliminuiing unfuss Sestiies trade
Practices and opeaing foreign markete, ¢ efforte

i
i
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to resolve such issces through consultations tatg.
The denial or limitation of &ccCess ¢to the u.s.
market may be a beceosary step in thig process.

[}

8. The Administratton supports the market-opening
objectives of equitadle &ccess legislation byt
will oppose legislation that would TeqQuire the
President to close 3J.3. markets cn the basis of
sectoral reciprocity, Rather, the Administration
prefers legislation thae gives the Administration
authority to negotiate foreign barrier reductgono.

9. The Administration will increase efforts to
protect fintellectual pProperty rightse (patents,
copyrights, trademarks); we will 8ccelerate work
vith a view toward possible Administration
initiatives in thig area.

10. 7The Administration will seek to give owners of
proprietary information the right to challenge
requests for thig information under the Preedom
of Information Act,

11. The United States vill continue market-oriented
sector selective (MOSS) discuseions with Japan.
Bovaver, time limits wil) ba placed on existing
8ector discuesicns, at the end of which specific
coamitrents will bo evaluated and follow-up
Procedures began. Liew Sectors will be added that
offer the promive of éxpanded U.S8. exports.

12. Pollow-up of tho 19804 yen-dolilar report
liberalizing Japan‘’s financial markets and
intornationalizinq the yen will con_inue.

13. The Administration wii] follow up on fts reports
to the Congress on the subject of foreign
industriasl targetting, by continuisry to examine
the potentisl problems Created by foreign
targetting ard, where appropriate, possible
remedics.

Promote U.§. Expores

1. The U.S. wil]l geek to redress the traae Ceficit
through increasiny exports instead of restricting
imports. & good example of this is the §2 billion
export enhancement pPTogram (BICEP).

2. The Administration vill work with Private gector
advigory groups (e.g., the President'’s Export

i 02-9
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Council) to improve export promotion and to help
Companies look at global markets.

3. The Administration wiil evaluate Pederal export
promotion activities during the fall budget review
to improve their sffectiveness.

4. The Administration will again seek legislation to
remove the export disincentives in the foreign
Corrupt practices act. -

5. The Administration will increase its program of
a1ding state govermments interested in promoting
export activities through state &gency activicy,

te Multilateral and ilateral Trade W otiations

1. There is a great need for a more comprehensive,
disciplined and effective system of world trade
rules. The system needs fixing.

2. The Administration wiil maintain efforts to launch
& nev GATT round based on U.S. objectives
already-agreed upon internally.

3. The Administration wil} exanine possible bilateral
and purilateral rogotiating opportunities, both to
improve market zccess and fairer trade and promote
wider interest is the multilateral negotiating
procass. :

4. If 80 requested by the Government of Canada, we
would be prepared to work with the Congress in
exploring the possibilities of a free trade
arrangement.

Import Relief

1. The Administration {is committed to market-based
solutions to trade problems at home and abroad,
but occasional exceptions, in the form of relief
from import competition Zay be neceasary,

2. Import relief, ¢ sppropriate, should be
transparant, tenposary, time-specific, decline
over the period of relie?, and lecd to greater
competitiveness.

3. The Administration will review existing worker
assistance programs §n order to assure that they
promote an effective human adjuestment Palicy which
oontributes to the maximm capacity for change,
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mobility, and {ncreased productivity. This review
will include an assessment of: {a) training end
retraining programs - sponsored by government,
lebor, and busir-+s -« on a coaprehensive and
continuing baefis; and (b) sxployment service, job
bank, training, and.rolocation support for
digplaced workers £n order to minimize human cost
and the loss of valuable skills

Mational Security

1.

‘20

The Administration reserves the right to respond
to foreign economic conditions and imports that
threaten industries essential to our long-term
national security.

The Administration will vigorously enforce our
export control laws to prevent transfers of
sensitive and critical technology of military
significance to potentfal adversaries. At the
same time, the Alainietration recognizes the
reality of foreign 2veilakility and the importance
of our reputaticr azs a rolisble suppli~r, e are
algo aware that futurs technicsl advances by U.S8.
{ndustry depend on 2sintzining the widest possidle
accezs to forelgo wmarkets and on fostering the
widest exche:yo of scientific information,

International FPinenca

1.

We nesd to streng*hen and improve the operation of
the internstionsl monetary system, as an essential
framevork for intermational trade and & more
productive and growing global economy. The United
Btztes has baen working with the Sroup of Ten
Bajor industrial countries to develcep
recommendations for improving the international
monetary systenm, which will be considered by the
INF Interim Committee in October. These represent
important steps in the right direction and should
be implementad. But more also necds to be done.
In particular, we pust work cooperatively with
other nations to adopt policies which w1{1 holp
ssure qreater international econcamic stabilicy.

To thig erd, the weitcd Staten’ f» prepered to
consider the poszibiec value of osting @
high-level meating of tha zajor industrial
countriecs, in ordsr ¢o review the varicus issues
invoived :in transforeing the findings ©f the Group
of Ten into apprupriace action. Guch & special
®eeting could build on the G-10 studies by
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Consfdering, in a cooperative fanhion, the
policies and performance in the najor industrial
Countries, and bov these can be {improved to
prosote converge: ce toward non~-fuflationary
growth.

Trade and Debt

‘e The Administration will encourage debt-burdened
LDCs to reduce government impediments to the
functioning of markete in their economies,
sncourage production through market incentives to
their business firms and employees, and substitute
Capital for debt by encouraging toth domestic and
foreign investment. These steps will enhance
econosic growth, thereby increasing debt repayment .
Capabilities and also expanding U.8. export

opportunities.

!ggglcgogx Policies

1. The Administration e reviewing, and will gseek to
emend, if warranted, anti~-trust laws or
regulations that Ispeds our international
cozpetitivenass,

2. The Administration will consider trade
implications when reviewing proposed regulations
and vhan devaloping further derequlation
inftiatives. She ACGainiotration will use the
trads leverage crwated by its deregulatory process
to seek to open forsign markets, thereby
sinimizing the problea of free rides for foreign
suppliers.

James A. Baker 1III
Chairman Pro ‘Pempore
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